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SUBJ: COTTON CONTRACT PROBLEM 
REE: TAIPEI 2573 

STATE PASS USDA FOR DUDLEY WILLIAMS 

1. DURING WEEK-LONG DISCUSSIONS WITH BOARD OF FOREIGN 
TRADE (BOFT), WHICH CULMINATED IN MEMORANDUM OF 
UNDERSTANDING INITIATLED BY LU AND STEPHENS ON MAY 10, 
STRONG EFEORTS WERE MADE BY USG REPS TO PERSUADE BOFT 
TO HAVE CARRYING CHARGES INCLUDED IN L/C'S IF THEY 
WERE NOT SPECIFIED IN THE CONTRACT. STEPHENS AND 
WILLIAMS ACCOMPANIED ENCON COUNS ON CALL ON Y.T. WANG 
(WANT I-TING) MAY 9 IN FINAL EFFORT. WANG FLATLY 
REFUSED AND IN INTERESTS OF OBTAINING SETTLEMECJ OF 
COTTON CONTRACT PROBLEM WITHOUT FURTHER DELAYS, ISSUE 
LIMITED OFFICIAL USE 
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MEMORANDUM WAS AGREED TO BY BOTH PARTIES. 

2. POSITION OP USG REPS THAT INSISTENCE ON INCLUDING 
CARRYING CHARGES COULD lEOPARDIZE FINAL SETTLEMENT 

WAS ACCEPTED BY ACSA REPS ALTHOUGH, UNDERSTANDABLY", THEY 
ARE NOTSANGUINE ABOUT THE PROSPECT OF OBTAINING AGREE- 
MENT FROM PURCHASERS TO INCLUDE CHARGES IN L/C'S, EVEN 
WITH CARROT OF CCC FINANCING. 

3. IN LIKELY EVENT SHIPPERS HAVE TO ABSORB CARRYING 
CHARGES SOME OF THEM MIGHT BE TEMPTED TO CUT LOSSES BY 
SHIPPING COTTON INFERIOR IN QUALITY TO THAT SPECIFIED 

IN CONTRACT. THE EMBASSY URGES THAT ACSA BE URGED IN 
THE STRONGEST POSSIBLE TERMS TO INFORM ITS MEMBERS TO 
NOT SHIP SHY ON QUALITY. IF THIS OCCURS, THE EMBASSY 
WILL BE SWAMPED WITH COMPLAINTS FROM TAIWAN MILLS AND 
REQUESTS FOR ASSISTANCE IN RESOLVING PROBLEM WILL BE 
PERSISTENT AND DEMANDING. SHY SHIPMENTS, PARTICULARLY 
AMONG EARLY DELIVERIES, WOULD ALSO JEOPARDIZE LATER 
SHIPMENTS UNDER THE AGREED SOLUTION TO THE COTTON 
CONTRACT PROBLEM. POPPLE UNQUOTE INGERSOLL 


LIMITED OFFICIAL USE 
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